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TO: 
FROM: 
Office of the Secretary of State 
March Fong Eu 
1230 J Street 
Sacramento, California 95814 
July 2, 1990 
#494 
ELECTIONS DIVISION 
(916) 445-0820 
For Hearing and Speech Impaired 
Only: 
(800) 833-8683 
ALL COUNTY CLERKSIREGISTRARS OF VOTERS AND 
PROPONENT (90140) 
CAREN DANIELS-MEADE 
CHIEF, ELECTIONS DIVISION 
Pursuant to Elections Code section 3520(b) you are hereby notified that the total number 
of signatures to the hereinafter named proposed INITIATIVE CONSTITUTIONAL 
AMENDMENT AND STATUTE filed with all county elections official is less than 100 
percent of the number of qualified voters required to find the petition sufficient; 
therefore, the petition has failed. 
TITLE: HEALTH CARE COVERAGE, INSURANCE. TAXES. 
INITIATIVE CONSTITUTIONAL AMENDMENT 
AND STATUTE. 
SUMMARY DATE: January 11, 1990 
PROPONENT: Michael Weinstein 
CDM/bVcb 
Office of the Secretary of State 
March Fong Eu 
1230 J Street 
Sacramento, California 95814 
#494 
ELECTIONS DIVISION 
(916) 445-0820 
For Hearing and Speech Impaired 
Only: 
(800) 833-8683 
January 11, 1990 
TO ALL REGISTRARS OF VOTERS, OR COUNTY CLERKS, AND PROPONENT (9004) 
Pursuant to Section 3513 of the Elections Code, we transmit herewith a copy of the Title and Summary 
prepared by the Attorney General on a proposed Initiative Measure entitled: 
HEALTH CARE COVERAGE, INSURANCE. TAXES, 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
Circulating and Filing Schedule 
1. Minimum number of signatures required ..................................................................................... 595,485 
Cal. Const., Art. II, Sec. 8(b). 
2. Official Summary Date. ........ , ............................................... , ..................................... ,Thursday. 01/11/90 
Elec. C" Sec. 3513. ~, 
3. Petition Sections: 
* 
+ 
a, First day Proponent can circulate Sections for 
signatures.,., ... ", ... ,., .... ", ........ , ....... , ... "" .. , .................... , .. , ............... , ... " ... ".,Thursday, 01/11/90 
Elec, C" Sec. 3513. 
b. Last day Proponent can circulate and file with 
the county. All sections are to be filed at 
the same time within each 
COUf.II:¥ ... , ... "." .. " .... "" .. , ..... , ..... , ..... ", ..... , ......... , ..... "" .. , .... , .. " .. ", .. "." ... " .... Mondav. 06/11/90*+ 
Elee. C" Sees. 3513, 3520(a) 
c. Last day for county to determine total number of 
signatures affixed to petition and to transmit total 
to the Secretary 0I..5tate"., ........ ", ... , ...... ", .. " .... , ...................................... , ... ,Monday, 06/18/90 
(If the Proponents file the petition with the county on a date prior to 6111190, the county has five 
working days from the filing of the petition to determine the total number of signatures affixed to 
the petition and to transmit the total to the Secretary of State.) Elec. C., Sec. 3520(b). 
Date adjusted for official deadline which falls on Sunday. Elec. C., Sec. 60. 
NOTE TO PROPONENTS WHO WISH TO QUAUFY FOR THE NOVEMBER 6, 1990 GENERAL 
ELECTION: The law allows approximately 107 days for county election officials to check and 
report petition signatures and transmit results. The law also requires that this process be 
completed 131 days before the election in which the people will vote on the initiative. It is 
possible that the county may not need precisely 107 days. However, if you want to be sure that 
this initiative qualifies for the November 6, 1990 General Election, you should file this petition with 
the county before March 23, 1990. 
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d. Secretary of State determines whether the total number 
of signatures filed with all county clerks meets the 
minimum number of required signatures, and notifies the 
counties 
................................................................................................ Wednesday. 06/27/90** 
e. Last day for county to determine total number of qualified 
voters who signed the petition, and to transmit certificate 
with a blank copy of the petition to the Secretary of State 
........................................................................................................ Thursday. 07/19/90 
(If the Secretary of State notifies the county to determine 
the number of qualified voters who signed the petition on 
a date other than 6/18/90, the last day is no later than 
the fifteenth day after the county's receipt of notification.) 
Elec. C., Sec. 3520 (d) , (e). 
f. If the signature count is more than 655,033 or less than 
565,711, then the Secretary of State certifies the petition 
has qualified or failed, and notifies the counties. If the 
signature count is between 655,033 and 565,711 
inclusive, then the Secretary of State notifies the counties 
USing the random sampling technique to determine the 
validity of all signatures 
....................................................................................................... Sunday. 07/29/90** 
g. Last day for county to determine actual number of all 
qualified voters who signed the petition, and to transmit 
certificate with a blank copy of the petition to the 
Secretary of State 
....................................................................................................... Tuesday. 09/11/90* 
(If the Secretary of State notifies the county to determine 
the number of qualified voters who have signed the 
petition on a date other than 7/19/90 , the last day is no 
later than the thirtieth working day after county's receipt 
of notification.) 
Elec. C., Sec. 3521 (b), (c). 
h. Secretary of State certifies whether the petition has been 
Signed by the number of qualified voters required to 
declare the petition sufficient 
........................................................................................................... Saturday. 09/15/90 
**Date varies based on receipt of county certification. 
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4. The Proponent of the above-named measure is: 
Michael Weinstein 
1800 North Argyle Avenue, Suite 304 
Los Angeles, California 90028 
(213) 462-2297 
5. Important Points: 
(a) California law prohibits the use of signatures, names and addresses gathered on initiative petitions 
for any purpose other than to qualify the Initiative measure for the ballot. This means that the 
petitions cannot be used to create or add to mailing lists or similar lists for any purpose, including 
fund raising or requests for support. Any such misuse constitutes a crime under California law. 
Elections Code section 29770; Bilofsky v. Deukmejian (1981) 123 Cal.App. 3d 825, 177 Cal.Rptr. 
621; 63 Ops. CaI.Atty.Gen. 37 (1980). 
(b) Please refer to Elections Code sections 44,3501,3507,3508,3517, and 3519 for appropriate 
format and type conSideration in printing, typing, and otherwise preparing your initiative petition for 
circulation and signatures. Please send a copy of the petition after you have it printed. This copy 
is not for our review or approval, but to supplement our file. 
(c) Your attention is directed to the campaign disclosure requirements of the Political Reform Act of 
1974, Government Code section 81000 et seq. 
(d) When writing or calling state or county elections officials, provide the official title of the initiative 
which was prepared by the Attorney General. Use of this title will assist elections officials in 
referencing the proper file. 
(e) When a petition is presented to the county elections official for filing by someone other than the 
proponent, the required authorization shall Include the name or names of the persons filing the 
petition. 
(f) When filing the petition with the county elections official, please provide a blank petition for 
elections official use. 
Sincerely, 
CAREN DANIELS-MEADE 
Chief, Elections Division 
Attachment: POLITICAL REFORM ACT OF 1974 REQUIREMENTS 
JOHN 1(. VAN DE ]{AMP 
Attorney General 
January 11, 1990 
Honorable March Fong Eu 
Secretary of State 
1230 J Street 
Sacramento, CA 95814 
Dear Mrs. Eu: 
Initiative Title and Summary 
• a" State 0/ California .. DEPARTMENT OF JUSTICE 
1515 K STREET, SUITE 511 
Po 0. BOX 944255 
SACRAMENTO 94244-2550 
(916) 445-9555 
(916) 324-5508 
FILED 
In the ofIIce of the Secretary of Slate 
of the Stelle of Colifornia 
JAN 111930 
Sub ject: HEALTH CARE COVERAGE, INSURANCE. TAXES. 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
Our File No.: SA 89 RF 0023 
Pursuant to the provisions of sections 3503 and 3513 of the 
Elections Code, you are hereby notified that on this day we 
mailed to the proponent of the above-identified proposed 
initiative our title and summary. 
Enclosed is a copy of our transmittal letter to the proponent, a 
copy of our title and summary, a declaration of mailing thereof, 
and a copy of the proposed measure. 
According to information available in our records, the name and 
address of the proponent is as stated on the declaration of 
mailing. 
Very truly yours, 
JOHN K. VAN DE KAMP 
Attorney General 
.. ~ l~ ~ITCOMB 
Initiative Coordinator 
MW:rz 
Enclosures 
Date: January 11, 1990 
File No.: SA 89 RF 0023 
The Attorney General of California has prepared the following 
title and summary of the chief purpose and pOints of the proposed 
measure: 
HEALTH CARE COVERAGE, INSURANCE. TAXES. INITIATIVE 
CONSTITUTIONAL AMENDMENT AND STATUTE. Establishes Health Plan 
Commission to make basic health care insurance available to: 
residents with no available coverage; small business employees; 
self-employed; others. Establishes minimum coverage for Health 
Care Service Plans. Rate increases for health insurance must 
first be approved by Insurance Commissioner, for health care 
service plans by Corporations Commissioner. When not covered by 
health benefits plan, imposes payroll tax on employers, gross 
wages tax on employees, income tax on self-employed, others. 
Imposes additional excise tax on alcoholic beverages. 
Establishes Health Plan Fund. Exempts expenditures from state 
constitutional appropriations limit. Summary of estimate by 
Legislative Analyst and Director of Finance of fiscal impact on 
state and local governments: Costs of basic health insurance 
plan likely to exceed $4 billion annually, perhaps substantially. 
If costs exceed revenues, General Fund may bear substantial 
difference. Costs funded from new payroll and other taxes ($3.6 
billion), cigarette and tobacco products surtax ($380 million), 
one-half of the new alcoholic beverage surtax ($200 million), 
General Fund ($550 million); one-half of the new alcoholic 
beverage surtax revenues ($200 million) would go to other new 
programs. Administrative costs of rate regulation estimated at 
about $8 million a year. Saving could result to other government 
health programs due to reduction in demand. The new alcoholic 
beverage surtax will result in higher state ($7 million) and 
local ($4 million) annual sales taxes. State insurance tax 
revenues could also increase. 
.sf18Q {(Fa ()r2 3 
CALIFORNIA 2000 Amenc,{n1e-nf #Lf 
Supporting Health Insurance For All 
1800 N. Argyle Suite 503 - Los Angeles. Ca. 90028- 213-462-2297 
January 9, 1990 
Ms Mary Whitcomb 
Initiative Coordinator 
Department of Justice 
state of California 
1515 K street, suite 511 
P.O. Box 944255 
Sacramento, Ca 94244-2550 
Dear Mary, 
£.C.EI V£ ~ JAN 1 0 1990 () 
INITIATIVE COORDINATOR 
ATIORNEY GENERAL'S OffiCE 
I am writing to request that we revert to the amendment One (the 
October 13th version) of our initiative. 
I also request that you arrange for the immediate release of the 
Title and Summary for California 2000. 
Thank you for your assistance. 
Sincerely, 
\ JJ)~ \ . l .t . -'" 
Michael Wei' ein 
Chair, California 2000. 
JOHN K. YAN DE KAMP 
Attorn" General 
January 11, 1990 
Mr. Michael Weinstein 
1800 N. Argyle Avenue 
Suite 304 
Los Angeles, CA 90028 
Dear Mr. Weinstein: 
Initiative Title and Summary. 
. . ~L"~ :a; State of California . DEPARTMENT OF JUSTICE 
1515 K STREET, SUITE 511 
P. Q BOX 9442SS 
SACRAMENTO 94244-2SS0 
(916) 44S-9SSS 
(916) 324-5508 
FIt.:ED 
In the office of the Secretary of SIaM 
of the $late of California 
Subject: HEALTH CARE COVERAGE, INSURANCE. TAXES. 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
Our File No. SA 89 RF 0023 
Pursuant to your request, we have prepared' the attached title and 
summary of the chief purposes and points of the above-identified 
proposed initiative. A copy of our letter to the Secretary of 
State, as required by Elections Code sections 3503 and 3513, our 
declaration of mailing, and the text of your proposal that was 
considered is attached. 
The Secretary of State will be sending you shortly a copy of the 
circulating and filing schedule for your proposal that will be 
issued by that office. 
Please send us a copy of the petition after you have it printed. 
This copy is not for our review or approval, but to supplement 
our file in this matter. 
Very truly yours, 
JOHN K. VAN DE KAMP 
Attorney General 
MARY TCOMB 
Initiative Coordinator 
MW:rz 
Enclosures 
DECLARATION OF MAILING 
The undersigned Declarant states as follows: 
I am over the age of 18 years and not a proponent of 
the within matter; my place of employment and business address is 
1515 K Street, Suite 511, Sacramento, California 95814. 
On the date shown below, I mailed a copy or copies of 
the attached letter to the proponents, by placing a true copy 
thereof in an envelope addressed to the proponents named below at 
the addresses indicated, and by sealing and depositing said 
envelope or envelopes in the United States mail at Sacramento, 
California, with postage prepaid. There is delivery service by 
United States mail at each of the places so addressed, or there 
is regular communication by mail between the place of mailing and 
each of the places so addressed. 
Date of Mailing: January 11, 1990 
Subject: HEALTH CARE COVERAGE, INSURANCE. TAXES. 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
Our File No.: SA 89 RF 0023 
Name of Proponent and Address: 
Michael Weinstein 
1800 N. Argyle Avenue 
Suite 304 
Los Angeles, CA 90028 
I declare under penalty of perjury that the foregoing is 
true and correct. 
Executed at Sacramento, California, on: 
January 11, 1990. 
SAYer /(J- [J{)d. 3 
CALIFORNIA 2000 AmetlAme-tl+# / 
Supporting Health Insurance For All (s (. h ~fa ;("/-, ,,:) 
1800 N.Argyle Suite 503-los Angeles, Ca. 90028- 213-462-2297 
October 13, 1989 
Mary Whitcomb 
Attorney General's Office 
Department of Justice 
1515 K street, Suite 511 
P.O.Box 944255 
Sacramento, Ca 94244-2550 
Dear Mary, 
<-(EI V£D" ~~ " 
" OCi 1 3 1989 
INITIATIVE COORDINATOR 
ATTORNEY GENERAL'S OFFICE 
Enclosed you will find an amended version of our initiative. I will 
begin preparing and send to you our suggestions for title and 
summary. 
Thank you for all your assistance. 
Sincerely, 
"\/)," !7 ()~ J/L~~ 
Michael Weinstein 
Chair 
California 2000 
;.;:;:~ 
·!'ipe 
Type: P~.";:;;· . 
..---........ _. ' ....... -~ 
f:c i.~~;i~~:: .. _··"~.· .. ~ 
Srr::='~~i.;: ... ~:.: ~ 
-----.--
INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TO THE VOTERS 
The Attorney General of California has prepared 
the following title and summary of the chief purpose and 
points of the proposed measure: 
(Here set forth the title and summary prepared 
by the Attorney General. This title and summary must also 
be printed across the top of each page of the petition 
whereon signatures are to appear.) 
TO TH~ HONORABLE SECRETARY OF STATE OF CALIFORNIA 
We, the undersigned, registered, qualified 
voters of California, residents of ____ County (or City 
and County), hereby propose amendments to the Constitution 
of California, the Labor Code, the Revenue and Taxation 
Code, and the Welfare and Institutions Code, relating to 
health insurance, and petition the ?ecretary of State to 
submit the same to the 'voters of California for their 
adoption or rejection at the next succeeding general 
election or at any special statewide election held prior 
to that general election or otherwise provided by law. 
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The proposed statutory amendments read as follows: 
SECTION 1. (a) It is the intent of the people to 
provide basic minimum health coverage for all Californians. 
(b) This measure shall be known and may be cited 
as the Health Protection Act of 1990. 
SEC. 2. The people find and declare all of the 
following: 
(a) All Californians have a right to affordable 
and reasonably priced health care and to nondiscriminatory 
treatment by health insurers and providers. 
(b) The uninsured population of California, 
which is growing significantly, is over five million 
persons, and well over 80 percent of the uninsured are 
working persons and their family members, primarily 
working in small business~s, the service industry, 
agriculture, fishing, and other jobs where health 
insurance is not provided and at wages which make it 
impracticable to purchase private health insurance. 
(c) The lack of basic minimum health insurance 
for this population is causing the following very serious 
problems: 
(1) Low and decreasing access to inpatient care, 
prenatal care, emergency care, and outpatient care. 
PAGE NO. 3 
(2) A greater incidence of fair to poor health, 
bed disability, and restricted activity days, birth 
defects and lifelong disabilities, uncontrolled diabetes 
and hypertension, and untreated chronic conditions. 
(3) Increasing financial problems among those 
providers which continue to see a disproportionate share 
of persons without health coverage. 
(4) Steadily increasing health insurance 
premiums for those decreasing numbers of payers who pay 
full charges for health services. 
(5) Reliance on the government funded Medi-Cal 
and county health programs as catastrophic health insurer 
of last resort. 
(d) Millions of Californians have inadequate 
health insurance which either does not protect them from 
the catastrophic health expenses accompanying serious 
illness, accident, or disabling condition or does not 
ensure financial access to basic health services. Many 
Californians are denied health coverage because of 
preexisting conditions. 
(e) Small businesses employing low-wage workers, 
and self-employed persons experience severe financial 
disincentives to purchasing health insurance since the 
premiums for these plans are as much as 30 to 50 percent 
PAGE NO. 4 
higher than premiums for health policies sold to large 
groups. 
(f) The cost of health care has risen more 
sharply than all other components of the Consumer Price 
Index and at a rate higher than any other industrialized 
country. The cost of health insurance has increased at a 
significantly greater rate than the costs of medical care. 
(g) While competition in the delivery of health 
care has resulted in a reduction in the rate of increase 
in hospital and other providers' rates, fees, and charges, 
the following problems in the delivery of basic health 
services persist or have been exacerbated: 
(1) The coverage of basic minimum health 
insutance at the workplace has not increased. 
(2) The rate of increase in health care spending 
has increased drastically. 
(3) Access to health care services for the 
uninsured has been reduced and the financial difficulties 
of those institutions serving large numbers of the poor 
and the uninsured has increased. 
SEC. 3. (a) It'is the intent of the people to 
reduce the cost of individual and group health insurance 
and health coverage. 
(b) It is the intent of the people to protect 
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the public from deceptive practices, unfair pricing, abuse, 
fraud, and substandard quality in the coverage of health 
care costs by health insurers and in the delivery of 
health care services by health care providers. 
(c) It is the intent of the people to accomplish 
all of the following: 
(1) Provide basic health insurance coverage to 
the uninsured comparable and equivalent to the benefits 
offered by the average group employer. 
(2) Implement those measures in a cost-effective 
and administratively streamlined fashion, while 
maintaining the maximum level of consumer choice of 
doctors, hospitals, and other health care providers. 
(3) Preserve and expand the capacity of existing 
public and private systems to deliver care to the 
uninsured. 
SEC. 4. Section 13 is added to Article XIII B 
of the California Constitution, to read: 
SEC. 13. (a) "Appropriations subject to 
limitation" of each entity of government shall not include 
any of the following: 
(1) Appropriations from any account in the 
Health Protection Fund for the purposes specified in the 
Health Protection Act of 1990. 
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(2) Appropriations for the purpose of providing, 
administering, or regulating health insurance pursuant to 
the Health Protection Act of 1990. 
(b) No adjustment in the appropriations limit of 
any entity of government shall be required pursuant to 
Section 3 as a result of revenue being deposited in, or 
appropriated from, any fund for the purposes of the Health 
Protection Act of 1990. 
SEC. 5. Part 8.5 (commencing with Section 2100) 
is added to Divisio~ 2 of the Labor Code, to read: 
PART 8.5. HEALTH INSURANCE 
CHAPTER 1. GENERAL 
2100. Unless the context requires otherwise, 
the definitions set forth in this chapter govern the 
construction of this part. 
2102. "Administering agency" means the 
Franchise Tax Board, and, if the Franchise Tax Board has 
contracted with the Employment Deve~opment Department for 
the enforcement of the'tax on gross payrolls, with respect 
to provisions relating to those taxes, it means the 
Employment Development Department. 
2103. "Commission" means the California Health 
PAGE NO. 7 
Plan Commission. 
2104. "Department" means the State Department 
of Health Services. 
2105. "Dependent" means the spouse or child of 
the employee. 
2106. "Employee" means an individual described 
in Article 1.5 (commencing with Section 621) of Chapter 3 
of Part 1 of Division 1 of the Unemployment Insurance Code. 
2107. "Employer" means an individual described 
in Article 3 (commencing with Section 675) of Chapter 3 of 
Part 1 of Division 1 of the Unemployment Insurance Code. 
2108. "Fund" means the California Health Plan 
Fund .... 
2109. "Health b~nefits plan" means health 
insurance or other health coverage on a group plan, or 
both, which provides benefits equal to those provided 
pursuant to Chapter 2 (commencing with Section 2120). 
2110. "Other available health coverage" means 
insurance available at the place of employment: Medi-Cal, 
except as provided pursuant to this chapter: Medicare, 
other state and federal health care coverage; and 
individually purchased health insurance policies.' 
2111. "Taxable gross payroll" means that 
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portion of an employer's gross payroll attibutable to 
those employees who are not offered a health benefits plan. 
CHAPTER 2. BASIC HEALTH CARE 
2120. (a) There is in the state government, the 
California Health Plan Commission, which shall be an 
independent authority. 
(b) Membership of the commission shall include 
all of the following: 
(1) Six persons appointed by the Governor, for 
staggered six-year terms, as follows: 
(A) One person who shall represent businesses 
with 50 or more employees. 
(8) One person who shall represent county 
governments. 
(e) One person who shall represent health care 
providers. 
(D) Three persons with no direct connection with 
the health care industry. 
(2) Three persons appointed by the Speaker of 
the Assembly, for staggered six-year terms, as follows: 
(A) One person who shall represent businesses 
PAGE NO. 9 
with fewer than 50 employees. 
(8) One person who shall represent health care 
service plans. 
(C) One person who shall represent health care 
providers. 
(3) Three persons appointed by the President pro 
Tempore of the Senate, for staggered six-year terms, as 
follows: 
(A) One person who shall represent employee 
organizations. 
(8) One person who shall represent health care 
insurers. 
(C) One person who shall represent health care 
providers. 
(c) The initial term of one-third of chose 
members appointed pursuant to paragraphs (1), (2), and (3) 
of subdivision (b) shall be two years, and the initial 
term of an additional one-third of those members shall be 
four years, as determined by the appointing authority. 
2121. California residents with no other 
available health insurance or coverage are eligible for 
basic health insurance under the plan established by this 
chapter for themselves and their dependents. 
2122. Small businesses, self-employed persons, 
PAGE NO. 10 
and partnerships with less than 50 employees may purchase 
basic health insurance through the commission for their 
employees and dependents. 
2123. (a) The commission shall provide basic 
health coverage to persons receiving unemployment 
insurance benefits either by exercising the continuation 
options for employee's group health coverage or by 
purchasing or providing basic minimum health coverage. 
(b) Basic health insurance provided pursuant to 
this chapter shall include all of the following: 
(1) Inpatient and outpatient hospital care. 
(2) Professional services as determined by the 
commission. 
(3) Preventive services. 
(4) Children's dental care. 
(5) Prescription drugs. 
(6) X-ray services. 
(7) Laboratory services. 
(8) Hospice care. 
(9) Other services comparable to the benefits 
offered by the average group employer. 
ec) The plan shall also include other less 
expensive alternatives to the basic services specified in 
subdivision (b) which the commission determines can be 
PAGE NO. 11 
provided at lower cost through a cost-controlled system. 
2124. The commission may fulfill any of its 
responsibilities by hiring staff or contracting with any 
qualified third parties as it shall determine, in 
conformance with the requirements of Article VII of the 
California Constitution. 
2125. The costs of the premium for basic 
minimum health coverage shall be as determined by the 
commission and shall be no higher than the premiums for 
state employees for comparable coverage provided to 
members of the largest state bargaining unit. 
2126. (a) The commission shall, wherever 
possible, contract for delivery of health care at 
neggtiated amounts. 
(b) The commission shall give preference in 
contracting to plans which offer subscribers the best 
possible health care at the lowest possible cost. 
(c) Health maintenance organizations, prepaid 
health plans, independent practice associations, county 
organized health systems, and other .qualified health 
systems under the Knox-Keene Act (Chapter 2.2 (commencing 
with Section 1340) of Division 2 of the Health and Safety 
Code), prudent purchaser organizations, and other health 
insurance plans certified by the Department of Insurance 
PAGE NO. 12 
or the Department of Corporations may bid for contracts 
with the commission. 
(d) In areas where there are no qualified plans, 
the commission may contract for care with local medical 
societies, hospitals, counties, or community clinics or 
make such other alternative arrangements for basic health 
coverage as it finds feasible. 
(e) The commission may provide for 
self-insurance where it determines it is cost-effective. 
2127. The commission shall give priority in 
contracting to those plans which have established methods 
for preventing and controlling overutilization of services 
including utilization review, case management, and small 
area analysis, which emphasize delivery of preventive and 
primary care services through appropriate rate structures 
and service delivery, and which have established 
reimbursement structures, and delivery mechanisms which 
minimize the duplication of costly specialized medical 
services and which minimize financial out-of-pocket 
expenses for covered medical services to persons with 
limited capacity to pay ,for medical care. 
2128. (a) The commission shall offer a choice 
of at least two alternative plans. The commission shall 
provide each eligible person with a fair and accurate 
PAGE NO. 13 
summary of the alternative plans. The commission shall 
also prescreen for accuracy and completeness the marketing 
and advertising materials of all participating plans. 
(b) Plans shall be actuarially sound, 
self-supporting, and at risk. 
(c) Plans which contract with the commission 
shall not charge subscribers for any additional premiums 
for the basic coverage of this chapter. 
(d) All services covered under a contracting 
plan shall be readily available and reasonably accessible 
to all enrollees. 
2129. Plans which contract with the commission 
shall have open enrollment for persons eligible under the 
plan., may not impose waiting periods, and may not deny 
coverage or participation based upon the medical or 
demographic characteristics of the subscriber. 
2130. The commission shall develop and 
implement with the assistance of the Departments of 
Corporations, Health Services, and Insurance a mechanism 
for monitoring the quality and accessibility of the plans. 
2131. The commission may, for cause and after 
notice and hearing, declare that a provider is outside the 
plan, and the provider shall not be reimbursed by any 
participating plan for services provided after the 
PAGE NO. 14 
determination except emergency services, as determined by 
the commission. 
2132. Each participating plan shall have a 
grievance resolution procedure approved by the commission 
and an advisory committee on the quality and accessibility 
of care and comprised of subscriber representatives. 
2133. (a) Financing and expenditures for the 
costs of the program shall be outside the limits of 
Article XIII B of the Constitution and shall be deposited 
and expended from a special trust fund devoted exclusively 
to the purposes of this program. 
(b) It is the intent of the people that the 
revenues necessary to pay for the program shall be 
provided as follows: 
(1) The gross payroll tax and income taxes 
imposed pursuant to Chapter 5 (commencing with Section 
2215). 
(2) The allocation of 70 percent of the revenues 
generated by the imposition of taxes pursuant to Article 2 
(commencing with Section 30121) of Chapter 2 of Part 13 of 
Division 2 of the Revenue and Taxation Code. These funds 
shall be spent only on hospital and physician services. 
(3) An amount equal to the 1988-89 General Fund 
spending on the Medically Indigent Services Program 
adjusted annually by the precentage increase in the 
Consumer Price Index. 
PAGE NO. 15 
(4) An unemployment health insurance surcharge 
calculated in an amount sufficient to provide basic 
minimum health coverage for individuals or families with 
no health insurance who receive unemployment insurance. 
2134. (a) (1) Employers contracting with the 
commission pursuant to Section 2122 shall withhold a 
health insurance premium equal to 25 percent of the cost 
of the basic minimum health coverage from all persons not 
covered by health insurance at their place of employment. 
(2) The premium withheld for persons with 
incomes below 300 percent of the federal poverty level 
shall be on a sliding fee scale as determined by the 
commission. 
(b) Employers withholding health insurance 
premiums pursuant to subdivision (a) shall submit the 
premiums to the commission according to regulations 
adopted by the commission. 
(c) (1) The Director of Health Services shall 
seek any federal waivers necessary for the application to 
the plan of federal and state contributions for Medi-Cal 
medically needy coverage for care and services to families 
who are eligible for and receive coverage under this 
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chapter. 
(2) If the necessary federal waivers are secured 
pursuant to paragraph (1), federal and state contributions 
for all Medi-Cal families who are eligible for and receive 
coverage under this chapter shall be applied to the plan 
established pursuant to this chapter. 
2135. The Legislative Analyst shall study and 
report to the Legislature by July 1, 1991, on both of the 
following: 
(a) The average expenditure from gross payroll 
of employers to provide health insurance or health 
coverage for their employees and dependents. 
(b) The amount of health unemployment insurance 
surcharge necessary to provide basic minimum health 
coverage for individuals with no health insurance who 
receive unemployment compensation insurance. 
2136. Funding from existing programs shall be 
phased into this program with the minimum feasible 
disruption in existing programs and services. No revenues 
dedicated to the program may be used for any other 
governmental purpose. 
2137. The program required by this part shall 
begin July 1, 1992, and the commission may phase in its 
operation if it deems this appropriate. 
PAGE NO. 17 
CHAPTER 3. REGULATION OF HEALTH INSURANCE 
2150. (a) It is the intent of the people to 
reduce the cost of medical care and services. 
(b) It is the intent of the people to prevent 
unfair and deceptive business and trade practice among 
entities providing health insurance or health coverage 
resulting in adverse selection, and severe financial 
difficulties for the plans and their subscriber$. 
2151. (a) No rate increase in health insurance 
provided by any entity doing business in the State of 
California shall take effect unless it is approved by the 
Insurance Commissioner. 
(b) A rate increase shall be deemed approved 90 
days after public notice to the Insurance Commissioner 
unless the Insurance Commissioner decides within that time 
period to hold a hearing. 
2152. (a) No insurer shall charge a rate that 
is excessive, inadequate, or unfair.ly discriminatory, or 
otherwise in violatio~ of this chapter. The Insurance 
Commissioner shall consider whether that rate reflects the 
insurance company's investment income. 
(b) Every proposal filed to increase rates shall 
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be accompanied by sufficient supporting data to establish 
that the rates are not excessive, inadequate, or unfairly 
discriminatory. 
(c) A hearing shall be scheduled no later than 
60 days after public notice of the hearing except where 
extended for good cause. A written decision shall be 
issued promptly upon completion of a hearing. The 
decision shall be solely on the basis of the record, 
approving or disapproving the filing, in whole or in part. 
No portion of a filing shall be approved unless its rates 
are neither excessive, inadequate, nor unfairly 
discriminatory. A decision shall be adopted, amended or 
rejected only under subdivisions (c) and (e) of Section 
11517 of the Government Code and solely on the basis of 
the record. 
2153. Every insurer shall file with the 
Insurance Commissioner its health insurance rating plan 
and all amendments thereto. The plan shall include, but 
not be limited to, rate schedules, and the coverage of 
each health plan. 
2154. Whenever the Insurance Commissioner holds 
a hearing, the hearing shall be conducted in accordance 
with the following: 
(a) Reasonable public notice shall be given of 
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the purpose and nature of the hearing and the opportunity 
for public participation., 
(b) All parties shall be provided with a 
reasonable opportunity to present their views. 
(c) Oral evidence shall be only on oath or 
affirmation. 
(d) An administrative record shall be compiled, 
containing all evidence upon which the decision is based, 
all admissible evidence offered by any party, all 
documents required by law to be filed with regard to the 
subject of the hearing, and all comments made by any 
person. 
2155. Any information provided to the Insurance 
Co~issioner pursuant to this chapter shall be available 
for public inspection and shall not be subject to 
subdivision (d) of Section 6254 of the Government Code and 
Section 1857.9 of the Insurance Code. 
2156. (a) Any entity which purchases health 
insurance or a plan subscriber of the entity seeking a 
rate increase, or his or her representative, may petition 
the commission to hold "a hearing on a proposed rate 
increase. 
(b) The Insurance Commissioner shall state, in 
writing, the reasons for holding a hearing or denying a 
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petition for a hearing. 
(c) Failure to file a petition shall not 
preclude any payer or subscriber from participating in any 
hearing if one is ordered. 
2157. The Insurance Commissioner shall have all 
powers necessary to carry out the purposes of this chapter 
including the authority to adopt or promulgate all 
necessary regulations. 
2158. The Insurance Commissioner may hold a 
hearing at any time, before or after a request for filing 
becomes effective, when it appears to him or her that the 
rates or practices specified in the filing are excessive, 
inadequate, or unfairly discriminatory. 
2159. The Insurance Commissioner may order any 
adjustment in rates necessary to prevent rates or 
practices from being excessive, inadequate, or unfairly 
discriminatory and may require the refund of any portion 
of any premiums collected. pursuant to an excessive or 
unfairly discriminatory rate. 
2160. Any entity offering or providing health 
insurance in the state shall provide a minimum basic 
benefit package covering the following services determined 
to be medically necessary: 
(a) Children's dental care. 
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(b) Diagnostic laboratory and diagnostic and 
therapeutic radiologic services. 
(c) Emergency services, including ambulance 
services and out-of-plan coverage. 
(d) Hospice care. 
(e) Hospital inpatient services and ambulatory 
care services. 
(f) Prescription drugs. 
(g) Preventive health services, including 
perinatal services and well-child services. 
(h) Professional services as defined in the 
Insurance Code. 
2161. The Insurance Commissioner may disapprove 
an~ exclusion, reduction, or other limitations as to 
coverage, deductibles, or coinsurance provisions which 
have the direct or indirect effect of denying reasonable 
access to the health services covered under minimum basic 
benefit package. 
2162. Entities which offer health insurance in 
the State of CalifoJnia shall have at least a 30 
consecutive day open enrollment period annually, and may 
not deny coverage or participation based upon the medical 
or demographic characteristics of the subscriber. 
2163. In accordance with the Unruh Civil Rights 
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Act, contained in Section 51 of the Civil Code, an insurer 
shall not arbitrarily discriminate against individuals in 
the setting of insurance rates or in the denial of 
insurance coverage. 
2164. The Insurance Commissioner may disapprove 
the use of any advertising or solicitation which is untrue, 
misleading, or deceptive. 
2165. The Insurance Commissioner shall not 
permit the use of any health insurance rating plan that 
discriminates on the basis of race, language, color, 
religion, ancestry, national origin, sexual orientation, 
or health status. 
2166. The Insurance Commissioner may disapprove 
any. marketing or advertising plan or plan of selective 
enrollments or terminations which he or she determines is 
a deceptive or unfair business practice or would have the 
effect of defrauding the public. 
2167. The Insurance Commissioner may disapprove 
the form and content of any contract for health insurance 
which are determined to be a deceptive or unfair business 
practice or have the effect of defrauding plan subscribers 
of medically necessary basic health services. 
2168. The Insurance Commissioner may examine 
policy forms used by insurers and may prohibit the use of 
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any form found to be deceptive, misleading, or contrary to 
the public interest. 
2169. Except as otherwise specified in this 
chapter, hearings under this chapter shall be conducted 
pursuant to Sections 11500 to 11528, inclusive, of the 
Government Code. 
2170. Judicial review of the commissioner's 
decision pursuant to this chapter shall be by petition for 
a writ of mandate. 
2171. The Office of Statewide Health Planning 
and Development shall adopt guidelines governing 
unnecessary and duplicative capital spending on special 
services for inpatient hospital care. 
2172. (a) The department, the commission, and 
the Insurance Commissioner shall conduct small area 
analysis review of provider practice patterns in health 
plans under their jurisdiction, and shall publicize and 
disseminate the results of the review among consumers, 
subscribers, physicians, and hospitals. 
(b) Plans subject to this .chapter shall 
cooperate in furnishing data necessary for that analysis 
and review. 
CHAPTER 4. REGULATION OF HEALTH CARE DELIVERY 
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2190. (a) No rate increase in health coverage 
provided by any health care service plan dOing business in 
the State of California shall take effect unless it is 
approved by the Department of Corporations. 
(b) A rate increase shall be deemed approved 90 
days after public notice to the Department of Corporations 
unless the Department of Corporations decides within that 
time period to hold a hearing. 
2191. Every health care service plan shall file 
with the Department of Corporations its health coverage 
plan and all amendments thereto. The plan shall include, 
but not be limited to, rate schedules, and the coverage of 
each health plan. 
2192. (a) No health care service plan provider 
shall charge a rate that is excessive, inadequate, or 
unfairly discriminatory, or otherwise in violation of this 
chapter. The Department of Corporations shall consider 
whether that rate reflects the investment income of the 
health care service plan coverage provider. 
(b) Every proposal filed to increase rates shall 
be accompanied by sufficient supporting data to establish 
that the rates are not excessive, inadequate, or unfairly 
discriminatory. 
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(c) The Department of Corporations shall 
schedule a hearing no later than 60 days after public 
notice of the hearing except where extended for good cause. 
A written decision shall be issued promptly upon 
completion of a hearing. The decision shall be solely on 
the basis of the record, approving or disapproving the 
filing, in whole or in part. No portion of a filing shall 
be approved unless its rates are neither excessive, 
inadequate, nor unfairly discriminatory. A decision shall 
be adopted, amended, or rejected only under subdivisions 
(c) and (e) of Section 11517 of the Government Code and 
solely on the basis of the record. 
2193. Whenever the Department of Corporations 
holos a hearing, the hearing shall be conducted in 
accordance with the following: 
(a) Reasonable public notice shall be given of 
the purpose and nature of the hearing and the opportunity 
for public participation. 
(b) All parties shall be provided with a 
reasonable opportunity to present their views. 
(c) Oral evid~nce shall be only on oath or 
affirmation. 
(d) An administrative record shall be compiled, 
containing all evidence upon which the decision is based, 
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all admissible evidence offered by any party, all 
documents required by law to be filed with regard to the 
subject of the hearing, and all comments made by any 
person. 
2194. (a) Any entity which purchases health 
coverage or a plan subscriber of the health care service 
plan seeking a rate increase, or his or her representative, 
may petition the commission to hold a hearing on a 
proposed rate increase. 
(b) The Department of Corporations shall state, 
in writing, the reasons for holding a hearing or denying a 
petition for a hearing. 
(c) Failure to file a petition shall not 
preslude any payer or subscriber from participating in any 
hearing if one is ordered. 
2195. The Department of Corporations may hold a 
hearing at any time, before or after a request for filing 
becomes effective, when the Department of Corporations 
determines that the rates or practices specified in the 
filing are excessive, inadequate, or unfairly 
discriminatory. 
2196. Hearings under this chapter shall be 
conducted pursuant to Sections 11500 to 11528, inclusive, 
of the Government Code. 
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2197. Judicial review of a hearing decision 
pursuant to this chapter shall be by petition for a writ 
of mandate. 
2198. The Department of Corporations may order 
any adjustment in rates necessary to prevent rates or 
practices from being excessive, inadequate, or unfairly 
discriminatory and may require the refund of any portion 
of any premiums collected pursuant to an excessive or 
unfairly discriminatory rate. 
2199. Any health care service plan offering or 
providing health coverage in the state shall provide a 
minimum basic benefit package covering the following 
services determined to be medically necessary: 
(a) Children's dental care. 
(b) Diagnostic laboratory and diagnostic and 
therapeutic radiologic services. 
(c) Emergency services, including ambulance 
services and out-of-plan coverage. 
(d) Hospice care. 
(e) Hospital inpatient services and ambulatory 
care services. 
(f) Prescription drugs. 
(g) Preventive health services, including 
perinatal services and well-child services. 
(h) Professional services as defined in the 
Insurance Code. 
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2200. The Department of Corporations may 
disapprove any exclusion on reduction, or any other 
limitation, as to coverage, deductibles, or coinsurance 
provisions which have the direct or indirect effect of 
denying reasonable access to the health services covered 
as minimum basic benefits, as specified in Section 2199. 
2201. Any health care service plan which 
provides health coverage in the State of California shall 
have at least a 30 consecutive day open enrollment period 
annually, and may not deny coverage or participation based 
upon the medical or demographic characteristics of the 
subscriber. 
2202. In accordance with the Unruh Civil Rights 
Act, contained in Section 51 of the Civil Code, a provider 
of health coverage shall not arbitrarily discriminate 
against individuals in the denial of health coverage. 
2203. The Department of Corporations may 
disapprove the use of any advertising or solicitation 
which is untrue, misleading, or deceptive. 
2204. The Department of Corporations shall not 
permit the use of any health care service plan that 
discriminates on the basis of race, language, color, 
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religion, ancestry, national origin, sexual orientation, 
or health status. 
2205. The Department of Corporations may 
disapprove any marketing or advertising plan or plan of 
selective enrollments or terminations which is determined 
to be a deceptive or unfair business practice or have the 
effect of defraudin9 the public. 
2206. The Department of Cocporations may 
disapprove the form and content of any contract for health 
services which the department determines to be a deceptive 
or unfair business practice or have the effect of 
defrauding plan subscribers of medically necessary basic 
health services. 
2207. The Department of Corporations may 
examine forms used by health coverage providers and may 
prohibit the use of any form found to be deceptive, 
misleading, or contrary to the public interest. 
2208. (a) The department, the commission, and 
the Department of Corporations shall conduct small area 
analysis review of provider practice patterns in health 
plans under their jurisdiction, and shall publicize and 
disseminate the results of the review among consumers, 
subscribers, physicians, and hospitals. 
(b) Providers of health coverage subject to this 
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chapter shall cooperate in furnishing data necessary for 
that analysis and review. 
2209. Any information provided to the 
Department of Corporations pursuant to this chapter shall 
be available for public inspection and shall not be 
subject to subdivision (e) of Section 6254 of the 
Government Code. 
2210. The Department of Corporations shall have 
all powers necessary to carry out the purposes of this 
chapter including the authority to adopt all necessary 
regulations. 
CHAPTER 5. FISCAL PROVISIONS 
Article 1. General 
2215. (a) There is established the California 
Health Plan Fund. 
(b) For purposes of this article, "fund" means 
the California Health Plan Fund. 
2216. Notwithstanding Sec~ion 13340 of the 
Government Code, all money in the fund is continuously 
appropriated to the commission for the purposes of this 
part. Money in the fund shall be used exclusively for the 
purposes of this part. Appropriations from the fund shall 
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not be included in the appropriations limit established by 
Article XIII B of the California Constitution. 
2217. All premiums and other payments received 
by the commission shall be deposited in the fund. 
2218. It is the intent of the people that there 
shall be an annual appropriation from the General Fund to 
the fund in an amount equal to the 1988-89 General Fund 
spending on the Medically Indigent Services Program, 
increased annually by the percentage increase in the 
California Consumer Price Index for all items, as 
determined by the Department of Industrial Relations. 
2219. The commission and the State Department 
of Health Services shall seek federal approval for the 
inclusion of the Medi-Cal medically needy as participants 
in the plan, and the use of federal and state funds 
devoted to that program by the plan. If approval is 
received, it is the intent of the people that money that 
would otherwise be spent on that program shall be used for 
the purposes of this part. 
Article 2. Imposition of Tax 
2220. A tax is hereby imposed upon the payroll 
of each employer, at the rate of 8 percent of the gross 
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payroll attributable to employees in this state who are 
not covered by a health benefits plan. 
2221. A tax is hereby imposed on the taxable 
income of every self-employed individual who is not 
covered by a health benefits plan in the state at a rate 
which shall be calculated by multiplying by 86 percent the 
combined rate of tax imposed on the gross payroll of each 
employer in the state under this article plus the rate of 
tax imposed on the gross wages of each uninsured employee 
under this article. 
2222. A tax is hereby imposed on the gross 
wages of each employee in this state who is not covered by 
a health benefits plan, at the rate of 2 percent of the 
employee's gross wages. 
2223. A tax, at the rate of 2 percent, is 
hereby imposed on the taxable income, as determined 
pursuant to Chapter (commencing with Section 17001) of 
Part 10 of Division 2 of the Revenue and Taxation Code, of 
every individual who is neither an employee nor employer, 
who is not subject to any other tax' under this article, 
and is not covered by a health benefits plan in this state. 
2224. The maximum tax imposed pursuant to this 
article on any employee or other individual subject to 
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taxes by this article shall not exceed 25 percent of the 
average health insurance premium pursuant to this part. 
2225. During its first three years of business, 
every small business employer's tax imposed under Section 
2220 shall be imposed at the following rates: 
(a) During the first year following commencement 
of business, 30 percent of the amount specified in Section 
2220. 
(b) During the second year, 60 percent of the 
amount specified in Section 2220. 
(c) During the third year, 90 percent of the 
amount specified in Section 2220. 
2226. (a) Every very small business employer 
with low average salaries shall be phased into the plan 
during the first two years of the plan's operations 
pursuant to subdivision (b). 
(b) The tax required under Section 2220, subject 
to the reduction under Section 2225 if applicable, shall 
be imposed at the following rates: 
(1) During the first year'of the plan's 
operation, 50 percent of the amount otherwise due. 
(2) During the second year of the plan's 
operation, 75 percent of the amount otherwise due. 
2226.1. (a) Any employer ~ith 50 or more 
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employees who, after January " 1991, without good cause, 
ceases to offer a health benefits plan and does not, 
within 30 days thereafter, offer a health benefits plan 
that meets the minimum requirements for a basic health 
plan shall pay a penalty on the tax imposed by Section 
2220 in an amount equal to 50 percent of the tax otherwise 
due for the period in which the employer does not provide 
a basic health plan. 
(b) This section shall remain in effect only 
until January 1, 1998, and as of that date is repealed, 
unless a later enacted statute, which is enacted before 
January " 1998, deletes or extends that date. 
2227. All money in the Hospital Service Account, 
Physician Service Account, and the Unallocated Account of 
the Cigarette and Tobacco Products Surtax Fund created by 
Section 30122 of the Revenue and Taxation Code is 
appropriated to the fund. However, if any portion of the 
funds received cannot be used for purposes consistent with 
Section 30122 of the Revenue and Taxation Code that are 
applicable Ito the money, the commission shall return the 
appropriation to the appropriate account of the Cigarette 
and Tobacco Products Surtax Fund. 
2228. The administering agency shall administer 
this article and adopt regulations for the administration 
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and collection of the tax' imposed by this article. 
Article 3. Exemptions and Adjustments 
2230. The gross wages of any employee whose 
adjusted gross income, as defined in Section 17052 of the 
Revenue and Taxation Code, does not exceed 100 percent of 
the federal poverty level for California, as determined by 
the United States Department of Commerce, are exempt from 
the tax imposed by this chapter. 
Article 4. Administration 
2235. The Franchise Tax Board may contract with 
the Employment Development Department for the collection 
of those taxes imposed on the gross payroll of employers 
and employees pursuant to Article 2 (commencing with 
Section 2220). 
Article S. Payments, Returns,' and Assessments 
2240. (a) The tax imposed on gross payrolls by 
this part shall be paid on the 15th day of the second 
month following the month for which the taxable payroll is 
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computed. 
(b) All other taxes imposed under this part 
shall be paid on the same day that taxes are required to 
be paid under Part 10 (commencing with Section 17001) of 
Division 2 of the Revenue and Taxation Code. 
2241. Any taxpayer subject to a tax on employer 
gross payrolls shall file with the administering agency a 
return of taxes on or before the 15th day of the month 
following the month for which the payroll is computed. 
2242. Any other taxpayer subject to taxes under 
this part shall file with the administering agency a 
return of taxes at the same time the taxpayer is required 
to file a return of taxes under Part 10 (commencing with 
Section 17001) of Division 2 of the Revenue and Taxation 
Code. 
2243. (a) All revenues collected pursuant to 
taxes imposed by this chapter shall be transferred to the 
California Health Plan Gross Payroll and Income Tax Fund, 
which is hereby established. 
(b) All moneys in the fund created by 
subdivision (a) are hereby continuously appropriated, 
without regard to fiscal years, for the following purposes: 
(1) For refunds and credits under this part. 
(2) The balance shall be allocated to the 
California Health Plan Fund .. 
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2244. The administering agency, in the 
enforcement of this part, shall, as soon as practicable 
after a return is filed under this part, examine it and 
determine the correct amount of the tax. 
2245. If the administering agency determines 
that the tax disclosed by the original return is less than 
the tax disclosed by its ex~mination, it shall mail a 
notice or notices to the taxpayer of the deficiency 
proposed to be assessed. 
2246. Notwithstanding any provision to the 
contrary, any interest, penalty, or addition to any tax 
imposed under this part may be assessed and collected in 
the same manner as if it were a deficiency. 
2247. Each notice shall set forth the reasons 
for the proposed additional assessment and the computation 
thereof. 
2248. Within 60 days after the mailing of each 
notice of additional tax proposed to be assessed, the 
taxpayer may file with the administering agency a written 
protest against the proposed additional tax, specifying in 
the protest the grounds upon which it is based. 
2249. If no protest is filed, the amount of the 
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deficiency assessed becomes final upon the expiration of 
60 days. 
2250. If a protest is filed, the administering 
agency shall reconsider the assessment of the deficiency 
and, if the taxpayer has so requested in the protest, 
shall grant the taxpayer or the taxpayer's authorized 
representative or representatives an oral hearing. The 
administering agency may act upon the protest in whole or 
in part. If the administering agency acts on the protest 
in part only, the remaining protest shall continue to be 
under protest until the administering agency acts on that 
part. 
2251. (a) The administering agency's action 
upon~the protest, whether in whole or in part, is final 
upon the expiration of 30 days from the date when it mails 
notice of its action to the taxpayer, unless the taxpayer 
appeals in writing from the action to the State Board of 
Equalization. 
(b) The appeal shall be addressed and mailed to 
the State Board of Equalization at Sacramento, California, 
and a copy of the appeal shall be addressed and mailed at 
the same time to the administering agency. 
2252. The State Board of Equalization shall 
hear and determine the appeal and thereafter shall 
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forthwith notify the taxpayer and the administering agency 
of its determination and the reasons therefrr. 
2253. The State Board of Equalization's 
determination becomes final upon the expiration of 30 days 
from the time of the determination, unless within the 
30-day period, the taxpayer or the administering agency 
files a petition for a rehearing with the State Board of 
Equalization. In that event, the determination becomes 
final upon the expiration of 30 days from the time the 
State Board of Equalization issues its opinion on the 
petition. 
2254. When a deficiency is determined and the 
assessment becomes final, the administering agency shall 
mail notice and demand to the taxpayer for the payment 
thereof. The deficiency assessed is due and payable at 
the expiration of 10 days from the date of the notice and 
demand. 
Article 6. Jeopardy Assessments 
2255. If the.administering agency finds that 
the assessment or collection of a tax or deficiency for 
any current taxable period, current or past, will be 
jeopardized in whole or in part by delay, it may mail or 
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issue notice of its findings to the taxpayer, together 
with a demand for immediate payment of the tax or 
deficiency declared to be in jeopardy, including interest 
and penalties and additions thereto. 
CHAPTER 6. AMENDMENT 
2260. This part may be amended only by statute 
passed in each house of the Legislature, two-thirds of the 
membership of each house concurring. 
2261. All amendments to this part shall be 
consistent with its purposes. 
SEC. 6. Chapter 5.5 (commencing with Section 
32225) is added to Part 14 of Division 2 of the Revenue 
and Taxation Code, to read: 
CHAPTER 5.5. ALCOHOLIC BEVERAGE SURTAX 
Article 1. Surtax 
32225. (a) In addition to any excise taxes 
imposed pursuant to Sections 32151 and 32201, an excise 
tax is imposed upon all beer, wine, and distilled spirits 
sold in this state subject to taxes under Section 32151 or 
32201 at a rate determined pursuant to subdivision (b). 
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(b) The tax imposed pursuant to subdivision (a) 
shall be at a rate which is the average yearly rate of 
taxes imposed on the sale of beer, wine, and distilled 
spirits in all other states which impose those taxes, as 
determined by the board. 
32226. (a) For the privilege of possessing or 
selling alcoholic beverages subject to taxes under Section 
32151 or 32201 on which a 'tax not greater than the rate in 
effect on the effective date of this section has been paid 
under this part, a floor stock tax, at the rate determined 
pursuant to subdivision (b), is hereby imposed on all 
those beverages possessed at 12:01 a.m. on December 1, 
1991, by every person subject to taxes under this part. 
On or before January 1, 1992, each person subject to the 
tax imposed by this subdivision shall prepare and file 
with the board, on a form prescribed by the board, a 
return showing the amount of beverages possessed by him or 
her at 12:01 a.m. on December 1, 1991, that is subject to 
the tax imposed by this subdivision, and any other 
information which the board deems necessary for the proper 
administration of this chapter. The taxpayer shall 
deliver the return together with a remittance of the 
amount of tax due, to the office of the board on or before 
January 1, 1992. All of the provisions of this part 
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relating to excise taxes are applicable also to the tax 
imposed pursuant to this subdivision, to the extent that 
they are not inconsistent with this subdivision. 
(b) The board shall determine the rate of tax to 
be imposed pursuant to subdivision Ca) by deducting from 
the rate of tax imposed by Section 32225, on the 
appropriate class of beverages, that tax rate imposed 
pursuant to Section 32151 or 32201. 
32227. Ca) The~e is in the State Treasury the 
Health Protection Fund, with the following accounts: 
Account. 
(1) The Transfer Account. 
(2) The Alcohol and Drug Abuse and Treatment 
(3) The Catastrophic Disease Program Account. 
(4) The Health Insurance Benefits Account. 
(b) All revenues collected from the imposition 
of taxes pursuant to this chapter shall be transferred to 
the Transfer Account in the Health Protection Fund. 
32228. Ca) Notwithstanding Section 13340 of the 
Government Code, the Transfer Account' in the Health 
Protection Fund is continuously appropriated, without 
regard to fiscal years, to the Controller, for the 
following purposes: 
(1) For refunds pursuant to this part. 
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(2) After refunds pursuant to paragraph (1), the 
remaining funds shall be allocated as follows: 
(A) (i) Twenty-five percent shall be allocated 
to the Alcohol and Drug Abuse and Treatment Account, to be 
used for alcohol and drug abuse education and the 
treatment of alcohol and drug abuse. 
(ii) Those funds appropriated for use in clause 
(i) shall be used to supplement levels of service used for 
that purpose on the effective date of this section. 
(B) (i) Twenty-five percent shall be allocated 
to the Catastrophic Disease Program Account, to be used 
for the implementation of catastrophic disease programs, 
including, but not limited to, those programs relating to 
diseases directly related to alcohol abuse. 
(ii) Those funds appropriated for use pursuant 
to clause (i) shall be used to supplement levels of 
service used for that purpose on the effective date of 
this section. 
(C) Fifty percent shall be allocated to the 
Health Insurance Benefits Account to be used by the 
California Health Plan 'Commission in the implementation of 
Part 8.5 (commencing with Section 2100) of Division 2 of 
the Labor Code, for the payment of health insurance 
premiums for children and older persons who cannot afford 
PAGE NO. 44 
to pay for those premiums, and for demonstration projects 
which the commission determines to be beneficial to 
expanding health in5urance coverage for those groups, such 
as long-term care demonstration projects for older persons. 
(b) The Controller shall make allocations for 
the purposes specified in subdivision (a) so the total 
allocations made as of the end of the fiscal year shall 
not exceed the specified proportional allocations 
specified in subdivision (a), but shall vary the amount 
allocated during the fiscal year so as to facilitate 
implementation of the programs funded through those 
allocations without exceeding the annual allocation limits. 
Article 2. Amendment 
32230. This chapter may be amended only by a 
statute passed in each house of the Legislature, 
two-thirds of the membership of each house concurring. 
32231. All amendments to this chapter shall be 
consistent with its purposes. 
SEC. 7. If any provision of this act or the 
application thereof to any person or circumstances is held 
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invalid, that invalidity shall not affect other provisions 
or applications of the act which can be given effect 
without the invalid provision or application, and to this 
end the provisions of this act are severable. 
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NEWS RELEASE 
from: Secretary of State March 'Fong Eu 
1.230 J Street, Sacramento, CA 95814 
(916) 445-6375 
For Immediate Release 
January 12, 1990 
Contact: Melissa Warren 
HEALTH CARE COVERAGE INITIATIVE ENTERS CIRCULATION, REPORTS EU 
SACRAMENTO - Secretary of State March Fong Eu announced today (Jan. 11) 
that she has given a Los Angeles man the go-ahead to begin gathering signatures 
to place an initiative relating to health care coverage on the ballot. 
Michael Weinstein, chair of California 2000, is heading the drive to qualify 
the initiative constitutional amendment and statute for the ballot. He must 
submit 595,485 signatures of registered voters to county elections officials by 
June 11, the legal 150-day deadline. However, all proponents wishing to place 
measures on the Nov. 6, 1990 general election ballot are encouraged to submit 
signatures by Mar. 23, in order to allow sufficient time for the full signature 
verification process, if necessary, before the June 26 measure qualification 
deadline. 
The measure would establish in state government the California Health Plan 
Commission that would make basic health care insurance available to residents 
with no other available health coverage, small business employees, self-employed 
persons, and others, with a specified minimum coverage for health care service 
plans. Rate increases for health insurance would have to be approved by the 
Insurance Commissioner; increases for health care service plans would have to be 
(over) 
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approved by the Corporations Commissioner. Further, the measure would impose an 
additional excise tax on alcoholic beverages and additional taxes on those not 
covered by health benefits plans: a payroll tax on employers, gross wages tax on 
employees and income tax on self-employed persons. It would also exempt expen-
ditures from the state constitutional spending limit. 
Proponent Weinstein can be reached at (213) 462-2297. 
Addition of this measure brings to 20 the total number of initiatives in 
circulation. 
Eu also announced a correction to the spelling of the name of the proponents 
of the "Alcohol Surtax Fund" measure now in circulation. He is Andrew McGuire, 
not McQuire as first reported. 
A copy of the circulation calendar and title and summary is attached. The 
full text of the measure can be obtained from the secretary of state's elections 
division, 1230 J St., Sacramento, CA 95814, (916) 445-0820. 
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